ETEXT ATTACHMENT 24571341467

aFMTo0d 1010
Me. Sugarman,

A= requested, below iz an electronic verzion of the Ietter fawed to the FEC
explaining the committee's amended repois which were filed this week,

«TEXT OF LETTER FOLLOMWYS=

Hatch & Parent

21 East Carrillc Streat
Santa Barbara, CA 53101
Telephons:  (BOS) 2537000
Fax: (B0D) 28543533

Micheael . Fauver

Drirgct Cial: {205) 282-14235
MFauvergiHatchParent. gom
July 15, 2004

By Facszimile

Me. Jill |. Sugartman

Senior Campaign Finance Analyst
Feports Analysis Divisian

Federal Electiens Commission
299 E Street, NW

Washington, 02 20453

Fe: Friends of Lois Capps Committes

Dear hls. Sugarman:

Qur office repreeents the Frends of Loie Capps Committes MCommittee"]. Today the Committee has submitbed to the
Federal Election Sommission amended reports for calendar years 2001, 2002, 2003 and Arst quarter 2004, The amendments
are prompted hy the Committes's discoveny of financial irmegulanties during thoese reporting perioods.

In late April of 2004, the Committee noticed irregularities in it financial records and became concerned that the
Committee's Finances Director may have misappropristed campaign funds. YWhen confronted with the irequlanties, this
individual admitted to misusing campaign funds for personal use and falsifying records and repods in oer 1o concsal
her activitize. The Finance Director has heen temminated.

The Cammittee immediabely began & tharough audit of itz Anancial recarde. Upon completion of the audit the Commibes
determined the amount of funds misapprepiated to be approximately S200,000. The audic alse identified ingorrect and
missing information in fingncial disclesure repots completed by the Finance Qirector and fled with the FEC dating back
to 2001. The amended reports filed by the Committee today comrect thege omigsions and digcrepancies.

To dabe, the former Finance Oirector has been cooperting with the Committes and ts attorneys. The Commitss has
received 3 repayiment fram her totaling $50,000 which is itemized in the Committes's July 2004 Guarterdy FEC Report. The
Committee has also secured an agreement requiring her & repay the remainder of the missing money, plus the expenses
inzumred in the course of identifying and correcting these transactions.

The Committes has strengthened its intemal procedurss, shecks and balances and implemented regular intemal audits by a
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